Introduction
The aging of the population and of the workforce projected for the decade ahead has pressured most industrialized countries to delay retirement for older workers. If substantially more workers were to remain in the labor force longer than they currently do, it would help increase the sustainability of existing social security programs, including public pension and healthcare schemes (Munnell and Sass 2008) . In this context, over roughly the last decade, policymakers in many industrialized countries have been concerned with institutional barriers in the labor market that inhibit the desired delay in the retirement of older workers, while researchers around the world have begun to study institutional factors in the labor market that constrain opportunities and reduce motives for continued employment of older workers beyond the conventional retirement age (Schulz and Binstock 2008) . Among the industrial and aging nations around the world, Japan has experienced the fastest population aging over the past few decades and, as a consequence, anticipates a severe workforce shortage in the coming decades (OECD 2004) . Against this backdrop, in this paper we focus on the institutional arrangements of mandatory retirement in Japan. This paper pays special attention to the severely reduced wages for work available after mandatory retirement from career jobs.
Today, a substantial portion of older regular employees in private sector workplaces Ϫ that is, people who are employed in business firms on a full-time and permanent contractual basis Ϫ experience dramatic wage reductions when they continue working in some capacity after mandatory retirement. To date, in the Japanese labor market, there is no legislation equivalent to the Age Discrimination in Employment Act of 1967 in the United States.
1 Partly reflecting the absence of such an anti-age discrimination law, mandatory retirement is still a prevalent employer practice in most workplaces in Japan (Higo and Yamada 2009) . Today, almost all Japanese companies and firms with more than 100 employees have implemented mandatory retirement corporate policies and, as of 2009, about 90% of them set 60 as the mandatory retirement age (MHLW 2009) .
The current institutional arrangements in Japan provide a substantial portion of older workers who are corporate employees with the option of continuing to work for the same employers after reaching mandatory retirement age (MHLW 2010) . In this context, employers typically terminate their workers' long-term employment once they reach the conventional mandatory retirement age and then re-employ them in a different or modified capacity but within the same firm (MHLW 2009 ). For most older workers and employees this typical institutional arrangement means that they experience large wage reductions if they choose to be re-employed. And much to the concern of policymakers, there are only few employment opportunities available in the labor market for older workers who have retired due to mandatory retirement .
In this paper, we ask in what ways the institutional arrangements of large wage reductions in today's Japanese labor market shape the decisions of older workers concerning their future labor market behaviors, including whether they decide to retire or continue to work beyond the mandatory retirement age (typically, age 60). To address this topic, this paper aims to answer the following three research questions:
Ϫ Does the institutionally arranged large wage reduction actually discourage older workers from choosing to be re-employed by the same employers after mandatory retirement? Ϫ If choosing not to be re-employed, what labor market options do older workers envision taking? Ϫ Other than the large wage reduction, what other institutional factors discourage older workers from choosing to be re-employed by their employers?
The goals of this paper are two-fold: First, we aim to contribute to a growing body of knowledge concerning the ways in which the current labor market institutions in Japan shape older workers' retirement decisions and their future prospects in the labor market. Second, based on findings, we aim to draw sources for policy suggestions for those who seek ways to mitigate labor market institutional barriers to older workers' continued employment beyond conventional retirement age.
Toward the first goal, we examine the factors that affect older workers' decision making with respect to re-employment by their employers, their searching for alternative employment opportunities outside the re-employment arrangements, and their withdrawal from the labor force (retirement). And by focusing on the case of contemporary Japan, we aim to facilitate an understanding of international variations on this subject.
In cross-national comparative literature, roughly since the late 1990s, old-age pension schemes have been extensively discussed as one of the most powerful institutional factors affecting older people's labor market behaviors (see Blöndel and Scarpetta 1998; Duval 2003; Gruber and Wise 1999, 2004; Schils 2005) . Much empirical research suggests that the structure of old-age pension schemes influences older people's labor market behaviors and that, when designed generously, old-age pension schemes contribute to significantly reducing older people's labor force participation. Other institutional factors in the labor market, such as steep wage curves and strict employment protection legislation, also contribute to encouraging early retirement among older workers (OECD 2006) .
In this regard, Japan is not an exception Ϫ much research focusing on the case of Japan has suggested that the earnings-test components of the current pension scheme contribute to discouraging older workers' labor force participation.
2 Furthermore, to date, most research on this subject has focused on the outcome of older workers' labor market behaviors as a crude indicator to assess the decisions made by these workers and employees. Therefore, past research has not sufficiently examined older workers' own perspectives on how the current institutional arrangements might shape their choices. We also argue that, to date, little research has closely examined the potential discrepancies between the workers' "desired" (ideal) and "anticipated" (realistic) work arrangements in their re-employment after mandatory retirement.
To help fill this gap, we specifically examine factors which affect older workers' decision making with respect to their potential re-employment by their employers. We also examine factors affecting their search for alternative employment opportunities outside the re-employment arrangements and their withdrawal from the labor force. Part of our research question also aims to address the ways in which the discrepancies affect older workers' own perspectives on their future labor market participation prospects.
Toward the second goal, this paper aims to draw policy implications for those who seek ways to mitigate labor market institutional barriers to older workers' continued employment beyond the conventional retirement age. Policy implications in this paper include suggesting the potential importance of introducing to the labor market in Japan antiage discrimination legislation aiming to prohibit large wage reductions for older workers who have passed conventional retirement age.
The background
Older workers in Japan Ϫ particularly regular employees in private sector workplaces Ϫ tend to experience large wage reductions if they choose to be re-employed by the same employers after mandatory retirement. This particular institutional arrangement has been developed due largely to the government's intervention in the labor force in the context of the country's fast-paced aging of the population and of the workforce (JILPT 2009). With a variety of measures, the government has long intervened in the labor market in response to the anticipated increase of the fiscal burden of age-related social expenditures due to an expected severe workforce shortage in the coming decade.
Two directions that the government has taken to intervene into the country's aging workforce have made definitive contributions to institutionalizing this large wage reduction. The measures are the government's initiatives to gradually increase (i) the minimum eligibility age for part of the public pension benefits and (ii) the age criteria set by employers for their mandatory retirement corporate policies.
First, the Employees Pension (EP), which is part of the general public pension scheme, covers most regular employees in private sector workplaces in Japan today (OECD 2004) . The EP scheme is designed to provide beneficiaries with both flat-rate and earnings-related pension benefits.
3 Until 2000, the minimum eligibility age for full EP benefits, including both flat-rate and earnings-related portions, was set at age 60 Ϫ the age around which most employers have called for mandatory retirement to date (MHLW 2008) .
Over the past few decades, this EP component of the public pension scheme has been subject to a series of reforms, aiming to improve its fiscal sustainability (JILPT 2009) . 4 Two types of upward revisions of the pensionable age in the EP scheme, which had been set at 60 and is being raised gradually at the rate of plus-one-year-of-age every three years, are important elements of these reforms. A 1994 pension reform introduced the plan for the upward revision of the pensionable age for the flat-rate portion of the EP scheme; the initial age raise (to age 61) took effect in 2001, and it is scheduled to reach a final age of 65 in 2013 (Cabinet Office 2010) . In addition, a 2000 pension reform scheduled the upward revision of the pensionable age for the earnings-related portion of the EP scheme to take initial effect in 2013 and to be finalized in 2025 (OECD 2004) . With these schedules, as of 2010, the pensionable age for the EP's flat-rate portion is 64 and the pensionable age for the earnings-related portion is 60 (Cabinet Office 2010) .
In 1998 the government amended the Law for the Stabilization of Employment of Older Persons (Kōnenreisha koyō antei-hō; LSEOP, hereafter) in response to the upward revision of the pensionable age for the flat-rate portion of the EP scheme (Yamada 2007 ). The 1998 amendment of the LSEOP obliged employers to "make an effort" to ensure the job security of their employees up to age 65. This amendment was expected to contribute to solving the blank period of income stream for older people between their mandatory retirement age and their full pensionable age. However, official statistics show that by 2004, only 16% of firms with mandatory retirement schemes had implemented continuous employment beyond mandatory retirement age (MHLW 2006) . This fact suggested that the law has been ineffective in securing employment opportunities of older workers who reach conventional mandatory retirement age. This also implies that there are risks associated with financial security among older people in the country, particularly among those aged 60 to 65. In this context, the government has been spurred to strengthen the effectiveness of the law (JILPT 2009).
The latest amendment of the LSEOP, enacted in April 2006, mandates that employers implement at least one of three sets of job security measures for older workers in line with the upward revision of pensionable age (JILPT 2007) . The three measures include: (i) the full abolition of mandatory retirement rules in the workplace; (ii) an increase in the minimum age for mandatory retirement to at least the pensionable age for the flat-rate portion of the public pension scheme (e.g., age 64 or older in 2010); and (iii) the re-employment of those employees who reach mandatory retirement age at least up to the pensionable age of the flat-rate portion of the EP scheme (Cabinet Office 2010).
As of today, most employers have chosen the last option, that of offering their older workers continued employment opportunities (JILPT 2007) . Few employers have chosen the first and second options. Abolishing mandatory retirement rules would be challenging due primarily to older workers' high wages relative to what employers perceive as their actual productivity at work. The second option requires that employers continue to employ older workers without changing their employment status, job contents, and wages at least until age 65. The third option, to provide continued employment through re-employment after mandatory retirement age, does not mandate that employers unconditionally guarantee the secure employment of older workers until the pensionable age of the EP's flat-rate portion. Rather, this option merely requests that employers introduce measures aiming to provide their older workers with opportunities to remain employed at least until age 65. In effect, this option provides employers with a considerable degree of discretion in changing the terms of employment for those employees who choose to be re-employed in their workplaces after reaching the mandatory retirement age. Thus, employers may change those employees' wages, employment status, work schedule, job contents, and even workplace (through transfers within the employer's business networks) (Yamada 2007) .
In today's labor market, therefore, the government has aimed to promote older workers' continued employment beyond the conventional mandatory retirement age of 60 mainly by mandating that employers gradually increase the age criteria set for mandatory retirement through the option of re-employment after mandatory retirement (Higo and Yamada 2009 ). Simultaneously, the government has clearly acknowledged the mounting pressure facing many employers, particularly large ones, to reduce human resource costs in order to maintain organizational vitality in the wake of a prolonged economic recession that the country has been experiencing since the early 1990s. Thus, the government affirms that, in exchange for retaining employees beyond age 60, employers may once terminate employment of those who have reached mandatory retirement age, re-employ them, and downgrade their status from regular employees to nonregular employees (e.g., temporary or part-time positions) with significantly reduced wages and benefits (Ono 2007) .
Importantly, research suggests that these institutional arrangements surrounding older workers after mandatory retirement have generated an adverse effect. Employers may use the institutionally arranged large wage reduction for older workers as a human resource management tool to induce older workers to leave their employment "voluntarily" (Yamada 2007) .
Nevertheless, it is noteworthy that a large wage drop upon re-employment is not necessarily an unusual phenomenon or exploitation. Literature on personnel economics offers several potentially useful theoretical accounts for why some workers experience large wage reductions after mandatory retirement in the labor market of an industrialized country. For instance, Lazear (1979 Lazear ( , 1986 argues that wage profiles tend to have an upward slope, even if the value of the marginal productivity (VMP) of workers is constant; employers pay wages below the VMP when workers are young and pay wages above the VMP when workers are old. In his view, by shifting compensation to the end period of this type of implicit contract, workers are discouraged from shirking or engaging in malfeasance. Therefore, the wage drop after mandatory retirement can be partly explained by the termination of this sort of deferred wage contract (Lazear 1979 (Lazear , 1986 .
Data and methodology
In this paper we analyze data drawn from a survey titled Rokujūsai ikō no keizoku kōyō to shokugyō seikatsu ni kansuru chōsa ('Survey on continued employment and occupational life after age 60'; SCOLA 2007 hereafter), 5 which was conducted by the Japan Institute of Labor Policy and Training (JILPT hereafter) in February 2007. The SCOLA survey gathered data from a large nationally representative sample of which we draw on data collected from the responses of 1,400 male regular employees working in different parts of Japan. In collaboration with 5,000 randomly sampled private sector firms (each with 300 or more employees) across the country, JILPT distributed the SCOLA survey questionnaires only among regular employees aged 57 to 59.
The SCOLA survey asked a number of questions concerning respondents' perspectives on their future labor market opportunities, prospects, and decisions. Some of the questions inquired about respondents' perspectives on their anticipated future decisions about taking up re-employment opportunities with the same employers after reaching the mandatory retirement age set by the employers. Respondents were also asked whether they thought that they would choose not to be re-employed but would seek employment opportunities outside the institutional arrangements for re-employment or fully retire from their working lives. The questionnaires were distributed as self-addressed return mails, and the response rate was about 5%.
For our analysis, we focused on male regular employees in the category of older workers in private sector workplaces and selected data drawn from a sample of 1,400 men without missing variables. Excluded from our analysis are data drawn from female respondents, due mainly to a potential complexity associated with influences of joint retirement decisions on older female workers (see Hurd 1990) . Employing basic tabulation and a multi-nominal logit model, the analysis included the following variables as predictors: education level, length of service, number of dependent family members, presence of any family member who needs long-term care, health status, experiences of job change and/ or employment transfer, firm size (number of employees), having or Type A Regular employment is both desired and anticipated (the base category for desired/anticipated work status types).
Type B Regular employment is desired, but nonregular employment is anticipated (i.e., contracted, part time, or dispatched worker).
Type C Nonregular employment is desired, and the anticipated type of nonregular employment is matched (e.g., the desired type is contracted employment, and the anticipated type is also contracted employment).
Type D Nonregular employment is desired, but the anticipated type of nonregular employment is mismatched (e.g., the desired type is contracted employment, but the anticipated type is part-time employment).
Type E Other combinations.
Work hours Dummy variables for combinations of desired and anticipated work hour in re-employment at the same firm. Type A Full-time work is both desired and anticipated (the base category for desired/anticipated work hour types).
Type B Full-time work is desired, but shorter work hours are anticipated.
Type C Shorter-time work than full-time work is desired, and the anticipated work hour type is matched (i.e., shorter work days, shorter work hours, flextime, or telework).
Type D Shorter time than full-time work is desired, but the anticipated work hour type is mismatched.
Workplace Dummy variables for combinations of desired and anticipated work place in re-employment at the same firm.
Type A The same workplace, where employee is now working, is both desired and anticipated (i.e., both the establishment and the division are the same as the current one) (the base category for desired/anticipated workplace types).
Type B The same workplace is desired, but a different workplace is anticipated.
Type C A different workplace is both desired and anticipated.
Type D A different workplace is desired, but the same establishment or the same division is anticipated.
Type E Other combinations. Job contents Dummy variables for combinations of desired and anticipated job content in re-employment at the same firm.
Type A The same job content, which is the respondent's current duty, is both desired and anticipated (the base category for desired/anticipated job content types).
Type B The same job content is desired, but different job content is anticipated.
Type C A different job is desired, and this different job is anticipated.
Type D A different job is desired, but the same job is anticipated.
lacking corporate pension rights, anticipated wage reductions and desired/anticipated work conditions in re-employment in the same firm after mandatory retirement age, area of residence, house ownership, and location of workplace. In order to examine discrepancies between respondents' desired (ideal) and anticipated (realistic) future work conditions, we considered four factors: employment status, work hours, work place, and job contents. On the basis of a combination of desired and anticipated work conditions in re-employment at the same firm, we created five dummy variables (Table 1) for each of the four factors.
For our analysis, we first hypothesize that the discrepancies between desired and anticipated work conditions affect male regular employees' decisions about (i) choosing to be re-employed (at the same firms), (ii) retiring from the labor force, and (iii) conducting a job search (seeking employment at other firms). We also hypothesize that discrepancies between desired and anticipated work conditions reduce the probability of re-employment in the same firms, and that the discrepancies would also simultaneously increase the probability of retirement or job search after mandatory retirement. From policymakers' perspectives, the increased probability of retirement would be a problem, as it is opposed to active aging policy and would cause fiscal pressure on the country's public pension schemes. Table 2 , which presents key statistics used in the analysis, indicates that the majority of the SCOLA survey respondents Ϫ male regular employees Ϫ would choose to be re-employed at the same firms after mandatory retirement. About 74% of respondents Ϫ 1,039 out of the 1,400 respondents Ϫ reported that they desired to be re-employed at the same firms after mandatory retirement. About 10% of the respon- dents Ϫ 183 out of the 1,400 respondents Ϫ reported that after mandatory retirement they wanted to search for alternative employment opportunities outside their firms. It should be noted that these responses were provided based on the respondents' perceptions when they were between the ages of 57 and 59. Upon reaching mandatory retirement age (mostly age 60), they might actually choose different options.
Results
We started our analysis by examining discrepancies between "desired" and "anticipated" work conditions in re-employment using some basic tabulation. Table 2 presents a cross tabulation of desired minimum annual income by anticipated annual income in re-employment as a percentage of current annual income. The data presented in Table 3 are drawn from those males, age 57 to 59, who anticipate working for the same firms under re-employment arrangements after mandatory retirement. In this context, annual income refers to an aggregate of annual wages, bonus benefits, and social security benefits, including both public pensions and old workers' salary supplements. Some discrepancies were revealed between desired minimum income and anticipated income after age 60. For instance, about 35.8% of respondents reported that their desired minimum income level would be 60% to 70% of their current (pre-mandatory retirement) income level. Concerning the comparison between desired and anticipated income levels after mandatory retirement, we observed some gaps; for instance, about 17.0% of respondents reported that they desired to receive at minimum 60% to 70% of their current income, but they reported that they anticipated receiving only 40% to 50% of current income. Additionally, some 16.3% of respondents reported that they desired to receive at least 80% to 90% of their current income after mandatory retirement, but they reported that they anticipated actually receiving about 60% to 70% of their current income level. Only about 9.6% of respondents reported matching desired and anticipated income level after mandatory retirement; they reported that not only did they desire but they also anticipated their income level to be some 60% to 70% of their current income level. In sum, the data presented in Table 3 reveal that nearly 80% of respondents anticipate that their income after mandatory retirement would drop at least to about 70% of their current income. Table 4 presents a cross tabulation of desired minimum wage by anticipated wage in re-employment as a percentage of current annual wage. We have included bonus benefits into the wage. The results are Table 3 , and reveal some gaps between the desired minimum wage and the anticipated wage after mandatory retirement. For example, the largest (39.7%) and the second largest (26.9%) category of desired minimum wage level after mandatory retirement are 60% to 70% and 80% to 90% of current wages, respectively. However, the largest (37.6%) and the second largest (35.5%) category of anticipated income after mandatory retirement are 60% to 70% and 40% to 50% of current income, respectively.
In summary, about 80% of respondents expect their wages will fall to less than 70% of their current wage level and their anticipated wages after mandatory retirement is lower than the desired minimum wage.
Addressing the question of potential differences between the other desired and anticipated working conditions, Table 5 indicates discrepancies between desired and anticipated work status after age 60. The largest category of desired work status after mandatory retirement is regular employment, preferred by about 62.1% of all respondents. On the other hand, the largest category of anticipated work status after mandatory retirement is contracted employment, reported by some 79.2%. In contracted employment, the contract period is repetitively renewed (usually on an annual basis), and daily work hours or weekly work days are often shorter than those of regular employees. Almost half of all respondents (47.3%) fall into the category of those who desire the work status of regular employment but anticipate the work status of contracted employment. Only 29.0% of respondents report a match in their desired and anticipated work status, which is contracted employment. Table 6 indicates discrepancies between desired and anticipated work hours after mandatory retirement. At about 57.2%, the largest category of desired work hours after age 60 is full time. The largest category of anticipated work hours after age 60 is also full time, as reported by 70.6% of respondents. About one in seven of these respondents (10.9%) desire shorter weekly workdays. The proportion of respondents whose desired and anticipated work hours matched as full time is 47.8%. Table 7 shows a discrepancy between desired and anticipated workplace after age 60. Around 80% of older workers desire to work in the same workplace as they are now working. However, one in eight of these respondents will not be able to match their desire to work in the same workplace, and they expect to work in a different establishment or in a different division of their current workplace. Table 8 shows a discrepancy between desired and anticipated work content after age 60. Around 80% of respondents desire to maintain the same work content. However, about 12.8% of respondents will not be able to match their desire to keep the same work content, and they expect their job content to be different. On the other hand, some 9.4% of respondents desire different work content, and their anticipated work content is also different, as they wish. To summarize the basic cross tabulations of desired and anticipated working conditions, most people want to keep the same work conditions even after their mandatory retirement age except a condition of work hours. More concretely, in re-employment, older workers want to maintain the same job contents (80.8%) in the same firm and division (78.8%) as regular (62.1%) full-time (57.2%) workers. However, discrepancies between desired and anticipated work conditions are found mainly in the following four distinguishable cases:
Ϫ Desired work status is regular employee, but anticipated work status is contracted employment (47.3% of the total). Ϫ Desired daily working hours are the same, and weekly workdays are fewer than five days, but anticipated work hours are full time (10.9% of the total). Ϫ Desired workplace is the same as where they are now working, but the anticipated workplace is different (11.1%). Ϫ Desired job content is the same as now, but anticipated work content is different (12.8% of the total).
The SCOLA survey data provides more details of the respondents' needs with respect to work conditions in re-employment. Table 9 shows respondents' desired work conditions for continued employment after mandatory retirement. The degree of desirability is expressed on a scale of 1 to 4 (1 = desired strongly; 2 = desired; 3 = not much desired; 4 = not desired at all). With respect to strongly desirable work conditions, about 39.5% of respondents desired "improved wage levels for re-employed workers (after age 60)", and some 28.5% desired "consideration of skills and know-how of continued employees". With respect to work conditions not much desired, about 45.3% of respondents choose "strengthening supports for outplacement or for self-employment start-ups", and 40.3% of respondents chose "clarifying wage differences in re-employment based on careers and job contents". The reasons why some older workers do not choose to be re-employed are shown in Table 10 . Here, the respondents are restricted to those who do not want to be re-employed in the same firm after mandatory retirement. The largest proportion of the respondents (about 41.5%) selected the reason, "the wage level is too low in re-employment". The second largest proportion (29.5%) selected the reason, "I cannot work for a desirable task". Compared to the proportion of respondents who gave "the wage level is too low in re-employment" (41.5%), the proportion of those who responded, "mismatched working conditions (work status, work hours, workplace) in re-employment" is low (16.9%). To summarize, on the basis of these basic tabulations, it can be concluded that the dissatisfaction of wage levels in re-employment is stronger than other work conditions.
Discussions
The results of our multi-nomial logit model estimation are presented in Tables 11 and 12 , showing marginal effects of each independent variable on dependent variables used in our analysis. Taking an example  from Table 11 , it can be evaluated that health problems increase the probability of retirement by 9.9% (= 0.099) and decrease the probability of re-employment at the same firm by 11.1% (= Ϫ0.111). By definition, the sum of the three marginal effects indicated in the rows is equal to zero. The sets of dependent and independent variables are almost the same in these two tables. The only difference is whether anticipated annual income or anticipated wages are used as part of the dependent variables. The variable of annual income consists of annual wages, bonus benefits, social security benefits, including both public pensions, Note: *** indicates statistical significance level at 1%, ** at 5%, and * at 10%. and respondents' salary supplements. The variable of wages includes base pay and bonus benefits.
The dependent variable corresponds to three choices: (i) re-employment in the same firm, (ii) retirement, and (iii) job search. We would expect that the survey respondents are more sensitive to anticipated annual income than to anticipated wages in making their decision among these three choices. This is because the literature on this subject indicates older people's labor market decisions are also influenced by the level of social security benefits, as the benefits have earnings-test rules (e.g., Ogawa 1998; Seike 1993; Seike and Yamada 2004) . From the perspective of older workers, arguably, income reflects the ability to cover the costs of living, whereas wage also reflects the value placed on one's continued work. In this context, therefore, we examined wage as a separate variable from income. By distinguishing between these two variables, the aim was to disentangle two potentially distinct motivations underlying the respondents' labor market decisions.
The base category includes: without spouse, no dependent family members, no family members who need long-term care, subjective health status is good, no home ownership, workplace is not Tokyo, education level is junior high school (the lowest), anticipated annual income after age 60 is the same as current level, major career field is manufacturing, firm size is fewer than 300 employees (the smallest), no experience of job change and/or employment transfer, Work Status Type A (i.e., regular employment is desired, and regular employment is also anticipated), Work Hours Type A (i.e., full-time work is desired, and full-time work is also anticipated), Workplace Type A (i.e., the same workplace where employee is now working is desired, and the same workplace is also anticipated), Job Contents Type A (i.e., the same job content as is currently done is desired and the same job content is also anticipated, and with corporate pension rights).
In order to find out whether or not the large drop in income or wages after mandatory retirement (age 60) induces retirement, the anticipated annual income was used as an independent variable. But, as shown in Table 11 , there is no evidence to suggest such an induction of retirement. The result suggests that a 50% to 60% income drop decreases probability of re-employment at the same firm by about 17.1%. Simultaneously, the income drop increases probability of job search (for employment in other firms) by 19.4%. Additionally, even if the income drop is larger (more than 70%), the probability of job search increases by 35.6%, and the respondents still reported that they wanted to work outside of the current firms.
In order to find out whether or not discrepancies between desired and anticipated work conditions affect a decision of continued employment adversely, the analysis considered four areas of work conditions: work status, work hours, workplace, and work contents. The discrepancies do have some influence on the respondents' labor market decisions. For work status, the analysis revealed that, if the respondents desired nonregular employment but the anticipated type of nonregular employment is mismatched (Work Status Type D), the probability of their re-employment at the same firm decreases by 18%. For work hours, the analysis revealed that, if the respondents desired shorter work hours than full time but the anticipated work hour type is mismatched (Work Hours Type D), their probability of re-employment at the same firm decreases by about 10.1%. In this case, their probability of retirement also increases by about 8.6%.
Concerning discrepancies of workplace and job contents, the results are somewhat predictable. If the respondents desired different workplaces but anticipated the same establishment or the same division (Workplace Type D), their probability of re-employment at the same firm decreases by some 12.2% and their probability of conducting a job search (for employment at other firms) increases by about 13.1%. If the respondents desired a different job but anticipated the same job (Job Contents Type D), their probability of re-employment at the same firm decreases by about 18.1% and their probability of conducting a job search increases by some 15.0%. Interestingly, if the respondents desired a different job and a different job is anticipated (Job Contents Type C), the probability of both re-employment at the same firm and job search at other firms changes in the same direction as for Job Contents Type D; the probability of re-employment at the same firm decreases by about 15.2%, and the probability of conducting a job search Note: *** indicates statistical significance level at 1%, ** at 5%, and * at 10%.
increases by some 14.6%. A possible explanation for this outcome is that the respondents categorized in Job Content Type C may have more general skills, which can be also utilized in other firms. Table 12 presents the wage model, based on the dependent variable of anticipated wage drops instead of anticipated annual income falls. This model suggests very similar results to those presented in Table 11 . Focusing on the variable of anticipated wage drops revealed that an anticipated large wage drop increases the probability of job search rather than the probability of retirement. A 50% to 60% wage drop increases the probability of conducting a job search by about 16.7%. Furthermore, even if the wage drop is larger than 70%, the probability of job search increases by some 24.9%, and the respondents still preferred to look for employment opportunities outside of their current firms rather than choosing retirement. However, the statistical significance of wage drop is weaker than that of annual income fall. The possible explanation for this observation that the respondents react more sensitively to annual income decline than to wage drops is that annual income is a better indicator of the respondents' economic wellbeing than wage.
To summarize the results presented in Tables 11 and 12 , work conditions, such as work status, work hours, workplace, and job contents, affect the respondents' decision of re-employment as much as annual income. Those who desire nonregular, non-full-time work at a different workplace, and with different job contents, but anticipate mismatched work conditions, do not want to be re-employed at the same firm but would seek employment opportunities outside of their current firms. From the viewpoint of social policymakers, the discrepancies between desired non-full-time work and mismatched anticipated work hours could be problematic as it induces retirement and opposes their policy objective of keeping older workers in the labor force longer.
Conclusion
In this paper, we have examined three specific questions related to older workers' views of their future labor market prospects under the current institutional arrangements of the labor market in contemporary Japan. Under the current institutional arrangements, when choosing to be re-employed by the same employers, older workers are likely to undergo large wage reductions after mandatory retirement. This paper has presented data drawn from a nationally representative sample of 1,400 male regular employees aged 57 to 59 Ϫ those who are approaching age 60, the typical mandatory retirement age in Japan. First, we examined whether the institutionally arranged large wage reduction discourages older workers from choosing to be re-employed by the same employers after mandatory retirement. Second, we examined what labor market behaviors older workers would exhibit if they chose not to be re-employed. Finally, we explored the other institutional factors in the current Japanese labor market, besides the large wage reduction, that may discourage older workers from choosing to be re-employed by their employers. Analysis of the data was based on a series of basic cross tabulations and suggests the following five tendencies:
1. For the majority of the sample (about 80%), anticipated levels of wage or income in re-employment are equivalent to around 60% to 70% of their current wages or income levels. These anticipated wages in re-employment are lower than the desired wages for most respondents. 2. One out of ten respondents anticipates an income drop in re-employment of more than 70% of their current income. This suggests that some older workers are likely to face the risk of poverty during the period between the ages of mandatory retirement and pension eligibility. 3. Desired working conditions are more or less similar to those of current working conditions. About 60% of respondents desire regular full-time employment, and around 80% desire to work in the same workplaces doing the same job contents. 4. Discrepancies between desired and anticipated working conditions in re-employment at the same firm are found mainly in four categories (the percentage of older workers aged 57 to 59 whose situation fits each category is shown in parentheses). These categories are (a) the desired work status is regular employee but anticipated work status is contracted employee (47.3%); (b) the desired work hours are shorter than full time but anticipated work hours are full time (10.9%); (c) the desired workplace is the same as the current one but anticipated workplace is different (11.1%); and (d) the desired job contents are the same as those currently done but anticipated job contents are different (12.8%). 5. The complaint about the low wage or income in re-employment at the same firm is more pronounced than complaints about other work conditions.
On the basis of an estimation of the multi-nomial logit model of older workers' decisions about re-employment, we found the following four tendencies:
1. Older workers do not want to be re-employed in the same firms when their prospective wages or incomes are substantially lower. This is the case even though the unemployment rate is quite high among older workers; the rate among those aged 60 to 64 was 6.3% in 2009, that is, 1.2% higher than the total population average (Statistics Bureau 2010). 2. When they do not want to be re-employed in the same firms, older workers prefer employment opportunities outside their firms, rather than retiring with a public pension. 3. Prospective wage levels in re-employment in the same firms is not the only factor affecting older workers' decisions about future labor market behaviors. Total prospective income, which includes "inwork" social security benefits, is even more crucial. This finding suggests that such social security benefits act as wage subsidies, which may induce further wage reductions among re-employed older workers. 4. Flexible work options are another important factor affecting older workers' decisions; older workers who desire to work as non-fulltime workers but whose anticipated work hours are not matched are likely to decide to completely retire from the labor force.
On the basis of these findings, we argue that the large wage or income drop in re-employment induces older worker to leave the firms where they are currently working after mandatory retirement. The older workers who intend to leave their firms usually desire to be re-employed by other firms. In this regard, the large wage drop is unlikely to reduce the total labor force participation rate of older people, although it obviously reduces the rate of re-employment in the same firms. However, there is no guarantee of other employment, and some job seekers may be trapped in unemployment as a result of declining re-employment at the same firms. Some of them may have to accept a large reduction in wage or income at the same firms because of the risk of unemployment.
From the perspective of policymakers, to date, the LSEOP seems to have been effective in promoting labor force participation among older workers aged 60 to 64. In 2005, one year prior to the introduction of the LSEOP, the employment rate of males aged 60 to 64 was about 65.9%. Along with the effect of the upward revision of pensionable age, the employment rate of this particular age group has in effect increased to some 71.4% by 2009 (Statistics Bureau 2010 .
However, the increase in the labor participation rate among older people to date is still lower than the level expected by policymakers; the latest actuarial review of Employees' Pension is based on an expected scenario for the increased labor participation of males aged 60 to 64. In this scenario, the labor participation rate among this particular population is expected to increase to about 81.3% by 2020 (JILPT 2008) . This expected figure is nearly 10% higher than the actual rate observed in 2009. In the long run, the current labor force participation rate among this population is still not high enough to promise the sustainability of the Employees' Pension system. Furthermore, despite amendments made to the LSEOP, it is clear that there still is a problem of income insecurity among older workers. Under the current institutional contexts in Japan, employers hold a considerable degree of discretion in reducing the wage levels of their re-employed workers. As our analysis clearly suggests, large wage drops are more likely to induce older workers who are approaching mandatory retirement age to leave their firms. This tendency goes against the fundamental goal of the LSEOP, which aims to strengthen employment security of older workers, particularly during the period between mandatory retirement and pensionable age. Using employer survey data, Yamada (2007) has already addressed this issue as a policy problem. The analysis presented in this paper confirms this.
We argue that the large drop in wage or income that older workers tend to experience in re-employment calls for policymakers' attention to issues about appropriate income security for those older workers who need Ϫ and are willing Ϫ to work beyond the conventional retirement age. However, policy interventions aiming to prohibit the current wage drop may not be a sound option; the high labor force participation rate among older workers in Japan today may be best explained by the aforementioned discretion given to employers in reducing the wages of older workers who have reached mandatory retirement age . 6 Restricting employers' flexibility in reducing wages is likely to yield adverse effects on the employment rates among older workers. Considering such limitations in labor policy interventions, we suggest that policymakers consider developing measures for a social security safety net for the unemployed.
By 2013, the challenges that policymakers in Japan will face are likely to be even more serious. This is because in 2013 the pensionable age of the earnings-related portion of the Employees Pension is scheduled to rise. The most crucial implication of this change is that there will be no income for a substantial number of older persons aged 61 unless they remain in the paid labor force. Therefore, policymakers in Japan should carefully examine and assess possible poverty risks among those future older workers who choose Ϫ or have no chance Ϫ to be reemployed by their employers. Future research needs to investigate fully older workers' desirable work hours in re-employment as it is the only work condition that tends to induce older workers to retire from the labor force.
In the midst of growing global concern about aging populations and workforces, Japan stands as a unique case. Having already experienced the world's fastest population aging over the past few decades, Japan anticipates a much more severe workforce shortage in coming decades compared to many other industrialized countries. However, policymakers in Japan have few models to follow in order to deal with these policy challenges. Rather, other industrial countries with aging workforces will closely examine the Japanese case. Present and future Japanese experiences may yield significant lessons for those aging countries that anticipate similar labor force and policy challenges as to how to mitigate institutional barriers to current and future older workers' continued labor force participation beyond conventional retirement age.
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Masa Higo (higo@bc.edu) is Research Associate at the Sloan Center on Aging & Work at Boston College. He also teaches sociology at Boston College, Lasell College, and Montserrat College of Arts, and has conducted research with international perspective. His research fo-cuses mainly upon the impact of global aging and economic globalization on socioeconomic well-being, employment institutions, and social justice across regions of the world. obliged all employers to make efforts to abolish upper age limits for hiring. Arguably, this was the first attempt of the country's employment-related policy to set out some sort of anti-age discrimination rule. 2. See Seike and Yamada (2004) for more detailed discussions concerning the past research on the impact of the earnings-test components of the current pension scheme in Japan on working pensioners. 3. See Casey (2001 Casey ( , 2004 for a more comprehensive discussion of Japanese retirement income systems from a cross-national comparative perspective. 4. The Japanese public pension scheme has been designed to be reformed every five years based mainly on actuarial reviews and assessments (Cabinet Office 2008). 5. The Survey was conducted in 2007, but the report based on the data was published by JILPT in 2008. In this paper we refer to the survey as SCOLA 2007, rather than JILPT 2007. 6. analysis of time-series data suggests that when older workers' wages are relatively lower than those of younger workers, employment rates among older workers have increased.
